T he purpose of this report is to inform APSA's membership about the association's financial health for the 2014-2015 fiscal year. This report provides an overview and assessment of APSA's assets and current financial operations. (More detailed financial information is also contained in the APSA audit report, which is available on request from the APSA office.)
The association's financial condition remains healthy, providing a resource base sufficient to continue current operations, while expanding the association's activities in new directions as needed. Since APSA's last annual report, and as seen in table 1, our assets decreased in value from $36.3 million on September 30, 2014 to $35.2 million on September 30, 2015. During the same period, liabilities decreased from $5.1 million to $4.9 million.
For the recently ended fiscal year (October 1, 2014 -September 30, 2015 , operating revenue was $6.5 million (not including funds budgeted to be drawn from APSA's endowments), with operating expenditures held below budget at $6.6 million. The association's primary revenue sources (memberships, the Annual Meeting, APSA journals and publications) are continuing to show growth with the exception of membership which still decreases about 6% in total revenue from the prior year.
The association has continued to implement the improved, more efficient financial practices. Thus, the association's accounting is in line with best practices, and APSA has diversified its investment strategies with an eye toward reducing risks associated with portfolio concentration.
In short, APSA continues to operate in a desirable financial environment, with steady income and growth-producing programs, minimal long-term liabilities, professional accounting practices, and a diversified investment portfolio. These steady growths were offset by the continued incremental decline in individual professional and student members. Nonetheless, APSA is in a position to have an operating budget which meets anticipated income and expenses.
The remainder of this report will present more detailed analysis and information on each of these topics.
APSA INVESTMENTS AND NET ASSETS FOR FISCAL YEAR 2014-2015
The association's overall financial position is stable, with assets of over $35.2 million as well as a headquarters building and adjacent property, and a carefully monitored operating budget (please refer to table 1 for the APSA Balance Sheet). Overall, APSA ended fiscal year 2015 with a balance sheet that reflected assets of $35.2 million and liabilities of $4.9 million, resulting in a net worth of $30.3 million. Of this net worth, $5 million is permanently restricted, just under $12.1 million is temporarily restricted, and more than $13.3 million is either unrestricted or board-designated.
APSA's financial statements, which also include figures for operations, investments, endowed programs, and grant-funded activities, show a decrease in total net assets at September 30, 2015 of $900 thousand for the fiscal year. The change in net assets for 2014-2015 was chiefly due to the decrease of $1.7 million in fair market value (FMV) of APSA investments as well as a decrease in total revenues of $631 thousand. As indicated in table 1, this performance compares to an increase of $3.8 million in year 2014 and $3.4 million in year 2013, and a $4.145 million in year 2012.
Our investments, as seen in table 2, were valued at $30.6 million on September 30, 2015. These assets are defined by their fund: $13.9 million in the Congressional Fellowship endowment; $12.97 million in Centennial and Awards funds, and; $3.8 million in general operating funds (all at market value as of September 30, 2015).
APSA's portfolios have historically out performed the S&P 500. During the third quarter of 2015, broad equity markets posted their weakest returns since the third quarter of 2011 as macroeconomic and geopolitical news drove the volatility of global equity markets. Improving domestic economic data was overshadowed by the Federal Open Market Committee's decision to leave shortterm interest rates unchanged, citing low inflation expectations and a weakening global economy as reasons to maintain an accommodative monetary policy.
The S&P 500 experienced its first correction since 2011, falling 12.0% from its intraquarter high. This resulted in the following returns: • The CFP account had a negative return of 7.32% for the third quarter bringing the trailing one year return to negative 2.89%.
• The T&D account posted a total return of negative 7.34% for the third quarter with a trailing 1 year return of negative 2.75%.
• The Working Capital account posted a gain of 0.13% for the quarter with a trailing one year return of 1.06%. THE OPERATING BUDGET 2014 -2015 The budget for the most recent fiscal year appears in table 6 (Operating Budget). Our largest anticipated income sources for the year were membership dues and fees ($2 million), conferences and meetings revenue ($1.7 million), and journals and publications ($1.3 million). Our largest anticipated expenditure areas were the Congressional Fellowship Program ($1.2 million), journals ($912 thousand), and the annual meeting ($827 thousand).
The budget anticipated that roughly 25% of total revenue would be derived from individual memberships; 21% from the Annual Meeting; and 16% from journals, sales, and advertising revenue streams. On the expense side of the ledger, Annual Meeting costs accounted for 11% of all operating expenses in 2014-15, Congressional Fellowship Program and other grant expenses were expected to account for 17%, while our three journals were expected to account for 12% of all operating expenses, followed by business office at 10% and governance and external relations at 11%. Building and equipment (including depreciation costs) stood at 9%, while general administration, education, and professional development, and organized sections each accounted for just over 5%. Also, 3% or less of total expenses were costs related to committee programs, member services, the Teaching and Learning Conference, departmental programs and conferences, publications, employment services, the Centennial Center, and endowed awards.
Compared to the prior year, total revenue realized from individual membership dues during 2014-2015 declined slightly (3%), reflecting in part a management decision to forgo its normal overall 3% annual rate increase for another year. This decision was also recognition of the financial constraints faced by many of our members. For the past decade, the association had implemented a three percent annual increase with standing authorization from the Council. APSA membership trends inform us that membership renewals and new member joins tend to increase leading up to and during the Annual Meeting and decrease after the Annual Meeting. As such, 2014 membership trends showed us that there was a larger span of individuals renewing or joining at a greater rate in the months of January through May, which may be attributed to the 2014 Annual Meeting deadlines. Yet, 2015 showed that the biggest renewal and join period was June through August which was a significantly content management systems (CMS) to better support our future endeavors to provide greater value and more services to our members. After issues with the initially chosen vendor, JL Systems, Inc. was chosen. This new system enables members and nonmembers alike to have a more seamless and user-friendly experience when renewing or joining. Site navigation is also easier. Particular attention was devoted to the costs we were incurring, ways of cutting costs while improving our systems and website, and ways to get more return on any future investments. In 2015, APSA provided substantial support for the APSA Ralph Bunche Summer Institute (RBSI) at Duke University, again at a reduced level of 12 students as compared to 2012 enrollment of 20 students. This funding support came from the 2nd Century Fund and direct APSA operating funds.
In conjunction with the RBSI Working Group report, the APSA Council created a new board-designated RBSI Support Fund shorter period compared to 2014; this too may be attributed to differing Annual Meeting deadlines.
The cost to deliver services in all major programs increased from 2014-2015, with the exception of the Teaching and Learning Conference, programs, and general operating and building at rates of 14%, 18%, and 11% respectively. (Please see tables 3, 4, and 5 for multi-year comparisons.) OPERATIONS IN REVIEW: 2014 -2015 The recently concluded fiscal year was an active one. Most importantly, after the success of the 2014 Annual Meeting in Washington, DC, this year's 2015 Annual Meeting in San Francisco was able to surpass expectations. Compared to 2014, the number of paid registrants was very strong. Other Initiatives in 2014-2015 included sustained efforts in the areas of public engagement, expanded department and international membership, the Teaching and Learning Conference, annual workshops in Africa and the Middle East, mentoring, and graduate education.
The association has 28 employees at its headquarters in Washington, DC, who support the association to serve the membership's programming goals and to respond flexibly to new responsibilities and Councildirected projects.
APSA also held its 12th Teaching and Learning Conference in Washington, DC in January 2015. The conference theme was "Innovations and Expectations for Teaching in a Digital Era." The conference attracted a diverse group of political scientists from a wide variety of institutions and sub-fields. For 2016, the Annual Meeting will be held in Philadelphia, Pennsylvania, and the Teaching and Learning Conference was held in Portland, Oregon, in February 2016. In fall 2013, the APSA headquarters staff decided to convert our association management systems (AMS) in tandem with a new ©American Political Science Association, 2016 to provide funding for the 2016-2018 RBSI at Duke University. A development strategy outlining a three-year, $750,000 fundraising goal for the Ralph Bunche Fund was submitted to the council with the intention of a Fund draw to begin in 2019 to support future efforts, and efforts to support the RBSI programs through institutional and individual philanthropy are continuing. In terms of earned operating revenue and program expenses, the outcome for the year for both was lower than budget expectations. As table 3 demonstrates, APSA earned approximately $6.5 million in operating revenues and incurred operating expenses of $6.6 million, excluding budgeted draws/fund transfers.
Please note that in accordance with Generally Accepted Accounting Principles (GAAP), board approved draws/fund transfers on the following programs are not included in the reporting of actual revenue activities within the financials. These amounts are only included in the budget column for budgeting and council reporting.
When draws/fund transfers are taken, they are reflected as a reduction of the Congressional Fellowship Fund and Trust and Development Funds and an increase of APSA General Operating Fund on the balance sheet.
Therefore, when budgeted draws/fund transfers are taken into consideration for operating activities and projects, Operating Net Profit (Loss) is as reflected in table 3.
In 2015, APSA completed its 14th year of publishing agreement with Cambridge University Press. The Cambridge agreement, now in its fourth year of a five-year contract, continues to benefit APSA by increasing revenues. We are also working with Cambridge on many emergent publishing issues including an open access journal and a related new business model for the open access journal that, pending hiring the necessary editorial team to undertake this new endeavor, has been approval by the APSA Council.
Because of the shifts in editorial teams in 2016 (APSR) and 2017 (Perspectives on Politics), and 2018 (PS: Political Science & Politics), APSA has initiated negotiations of a renewed contract, a year in advance of the date prescribed by the current contact. We moved ahead with this to have a clearer idea of our financial standings and what APSA can provide in support to its upcoming editorial teams. The contract proposal, now under review at APSA, is expected to be shared with APSA Council at its meeting in April 2016.
Because of the financial implications of such a contract, APSA staff is working with a publishing consultant and legal counsel.
Cambridge has responsibility for collecting institutional (library), bundles, and consortia subscriptions, selling journal advertisements, and managing royalties and permissions. Cambridge continues to provide APSA with a royalty or share of the revenue that Cambridge receives in each of these areas. Cambridge also covers the cost of production, mailing, and distribution of both print and online materials, as well as a host of other behind-the-scenes activities (permissions, DOIs, manuscript tracking service, copyright transfer agreements, digital page flip versions, and notices-called eTOC alerts-to all members, who are eligible to receive the specific journal, when a journal goes online with a link to access the journal online).
In addition, Cambridge provides funding for all three of the editorial offices (APSR, PS, and Perspectives on Politics). With the launch of PoliticalScienceNow.com (APSA's public facing website), APSA and Cambridge have been working together to complement our promotion of new content as each journal issue is available.
Also, in 2015, with the approval of, and at the request of the Ad Hoc Committee on the Future of PS and the Publications Committee (August 2014), the journal staff worked with a designated editor to compile a "virtual issue" of PS, as tribute to retiring Robert J-P. Hauck, past editor of PS, and as a prototype of future virtual issues. A virtual issue consists of previous published content, assembled on a specific theme or topic, framed with new introductory material, and promoted to new audiences. Benefits to authors are new readers, additional citations, and additional recognition. Costs are only for typesetting the introduction. Cambridge does not charge for pulling together the content. The first virtual issue is "Navigating the Profession: Sage Advice from the Pages of PS" that contains articles relating to how to be a peer reviewer, writing, fieldwork, and more. The virtual issue became available February 2016. Other virtual issues within specific journals or across all Cambridge are planned in 2016 and beyond.
We speak for the entire APSA staff to say we welcome your inquiries and suggestions, and look forward to your continued support, as APSA embraces a new year of initiatives, improvements and growth. ■ 
